§§1930.126-1930.127

handicaps, including congregate hous-
ing, will be used for the original pur-
pose throughout the life of the FmHA
or its successor agency under Public
Law 103-354 loan. However, if it be-
comes necessary to change the designa-
tion of a project due to housing market
changes which inhibit the borrower’s
ability to maintain occupancy levels
sufficient to sustain the project, the
State Director may change the des-
ignation. Project design must meet the
housing requirements of the target
group when changing the designation.
The State Director shall consider such
requests on a case-by-case basis when
all of the following information has
been provided:

(a) The complete borrower case files
have been submitted together with the
Servicing Official’s  specific rec-
ommendations and analysis of the
present and long term situation.

(b) A market needs survey which sub-
stantiates the rationale for the change
has been provided by the borrower.
(The market survey must clearly indi-
cate the present long term market-
ability of the project is significantly
changed from the original market, and
include the appropriate demographic
information which reflects the popu-
lation trends in the area.)

(¢) A summary of all servicing ac-
tions taken by FmHA or its successor
agency under Public Law 103-354 to aid
the borrower in maintaining the
present designation.

(d) A summary of all actions taken
by the borrower to effectively market
the units to potential eligible tenants.

(e) A summary of the impact the
change will have on any existing ten-
ants, rent subsidy needs, and the com-
munity as a whole.

(f) A summary of any needed or re-
quired physical modifications and anal-
ysis of cost feasibility to complete the
modifications.

§§1930.126-1930.127 [Reserved]

§1930.128 LH grants.

In addition to the supervision pro-
vided in connection with LH loans, re-
cipients of LH grants will receive su-
pervision to assure that the terms of
the grant agreement and other objec-
tives of the LH grant are carried out.
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This supervision will be continued to
assure that the grant purposes will be
accomplished. Comments on the fol-
lowing points will be included in appro-
priate reports, to assure that:

(a) The rents are reasonable.

(b) The project is operated as a com-
munity service for the benefit of the
tenants.

(c) Domestic farm laborers are given
absolute priority in occupancy. (This
requirement also applies to borrowers
who have LH loans only.)

(d) No public or private nonprofit or-
ganization borrower may require that
an occupant work for a particular farm
or for a particular owner or interest as
a condition of occupancy of the hous-
ing.

§1930.129 RHS loans.

RHS loans will be serviced according
to program regulations and the condi-
tions specified in the borrower’s loan
resolution. The following additional su-
pervisory action by the Servicing Offi-
cial will also apply to assure that the
terms of the loan resolution and loan
objectives are carried out:

(a) Review of the site development
account records for compliance with
authorized loan expenditures.

(b) Work with the borrower on the
adjustment of sales price, not to exceed
market value, of the developed lots as
they are being sold to assure adequate
income to repay the loan, pay taxes,
accrued interest, and any other author-
ized debt or expenditures.

(c) Determine that lots are sold only
to eligible buyers.

(d) Work closely with the borrower to
plan for the sale of all lots prior to the
due date of the note.

(e) Should the RHS borrower default
in its loan obligations, the account will
be serviced according to §1965.85 of sub-
part B of part 1965 of this chapter. The
Servicing Official’s report to the State
Director should contain the following
information:

(1) The status of the account, number
of lots unsold, and reasons for the prob-
lem.

(2) Prospects of selling lots to eligi-
ble buyers and a target date as to when
this can be accomplished, if feasible.

(3) General comments and rec-
ommendations for future servicing of
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this account. Where necessary, liquida-
tion may be recommended.

(f) State Directors will take the fol-
lowing actions in connection with
problem RHS accounts:

(1) Provide additional guidance and
assistance as necessary.

(2) If a satisfactory proposal for sell-
ing the lots can be developed, the ac-
count will be serviced according to pro-
gram regulations and the provisions of
this subpart and subpart B of part 1965
of this chapter.

(3) Where no satisfactory proposal for
selling the remaining lots can be devel-
oped, the account will be handled ac-
cording to §1965.85(e) of subpart B of
part 1965 of this chapter for liquida-
tion.

§§1930.130-1930.133 [Reserved]

§1930.134 FmHA or its successor agen-
cy under Public Law 103-354 office
records.

FmHA or its successor agency under
Public Law 103-354 officials will main-
tain records in accordance with FmHA
or its successor agency under Public
Law 103-354 Instructions 2033-A and G
(available in any FmHA or its suc-
cessor agency under Public Law 103-354
office).

§§1930.135-1930.136 [Reserved]

§1930.137 State Supplements, guides,
forms, and other issuances.

It is FmHA or its successor agency
under Public Law 103-354’s practice to
follow the provisions of the Adminis-
trative Procedures Act by inviting pub-
lic comment before adopting public
policy, unless otherwise directed by
statute. However, the State Director
may, in accordance with FmHA or its
successor agency under Public Law 103-
354 Instruction 2006-B (available in any
FmHA or its successor agency under
Public Law 103-354 office), and with
prior approval of the National Office
and the assistance of the OGC, develop
State Supplements, guides, or
issuances to the extent necessary to
enable borrowers to comply with the
policies, procedures, and exhibits of
this subpart and the applicable provi-
sions of State laws. Under no cir-
cumstances will State forms be devel-

§1930.141

oped as replacements for the forms re-
ferred to in this subpart.

§1930.138 Supervisory actions for dis-
tressed projects.

MFH projects experiencing high va-
cancy rates which would lead to
project failure can apply for a special
servicing market rate rent change in
accordance with paragraph 11X of ex-
hibit C of this subpart.

§§1930.139-1930.140 [Reserved]

§1930.141 Materials to be provided
borrower/applicant.

To enable borrowers and applicants
to meet the intent of this subpart, they
will be supplied with one reproducible
copy of the following FmHA or its suc-
cessor agency under Public Law 103-354
exhibits and forms and materials as
they are issued and/or updated:

(a) Exhibits B and B-1 thru 14 of this
subpart, when applicable.

(b) Exhibits C, C-1, and C-2 of this
subpart.

(c) Exhibits D and D-1 of this sub-
part.

(d) Exhibit E of this subpart.

(e) Exhibits H and H-1 of this sub-
part.

() Exhibit I of this subpart.

(g) Exhibit J3 of this subpart, when
applicable.

(h) Subpart L of part 1944 of this
chapter.

(i) Booklet entitled
gram.”’

(J) For farm LH borrowers and/or ap-
plicants, exhibit B of subpart D of part
1944 of this chapter in addition to the
preceding items of this section.

(k) The following forms:

(1) Form FmHA or its successor agen-
cy under Public Law 103-354 1930-7 and
attached exhibit A-6 of subpart E of
part 1944, if applicable.

(2) Form FmHA or its successor agen-
cy under Public Law 103-354 1930-8.

(3) Form FmHA or its successor agen-
cy under Public Law 103-354 1944-7,
“Multiple Family Housing Interest
Credit and Rental Assistance Agree-
ment.”’

(4) Form FmHA or its successor agen-
cy under Public Law 103-354 1944-29,
“Project Worksheet for Interest Credit
and Rental Assistance.”

“Audit Pro-
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